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President’s Report to the Shareholders 


During the past fiscal year ending March 31, 1973, the Gold Fund’s net asset 
value per share increased 39.6% to $7.89 from $5.65, Net assets increased to 
$1,164,000 from $1,031,000. Since the fiscal year end, further increases have 
taken place. As at June 15 the Gold Fund’s net asset value per share was $9.60 
and net assets amounted to $1,433,000. 


During 1972, several factors were at work resulting in an increase in bullion 
prices. First, free world production of gold continued to decline. Second, indus- 
trial demand continued to grow. Third, hedging and speculative demand in- 
creased substantially as various currencies fluctuated and constant pressure on 
the U.S. dollar was in evidence. The price of gold began to rise quickly in the 
latter half of 1972 from a low of about $43 to a high of $70 an ounce. The price 
of bullion stabilized between the $60-70 level until the beginning of 1973. How- 
ever, in the middle of February this year the bullion price established a new high 
of over $70 an ounce and has continued to rise, with only minor setbacks, since 
that time. 

There is little doubt that the principal reason for the substantial increase in the 
price of bullion was, and continues to be, related to weakness in the U.S. dollar. 
Continued balance of payment deficits on the part of the U.S. have increased the 
amount of U.S. dollars in the reserves of most major trading nations. As concern 
built regarding the future value of these U.S. dollars, steady selling pressure has 
been evident and the proceeds apparently used to purchase strong currencies such 
as the mark and yen, and more recently gold bullion. 

Gold mines have obviously prospered during this period of rising bullion prices. 
The average price for bullion received by Canadian mines during 1972 was about 
$58 an ounce compared with $45 an ounce in 1971. In the first quarter of 1973 
the average price received by Canadian mines was over $80 an ounce. Several 
gold mines have more than doubled their earnings in the first quarter of this 
year compared with last year. With the price of gold now comfortably over $100, 
record earnings will no doubt be reported in the second quarter of this year. 
Also, Canadian gold mining companies have substantially increased their recent 
dividend payments. 


In South Africa, the gold producers have tended to mine lower grade ore during 
this period of higher bullion prices. This policy, combined with higher operating 
costs, meant that the South African companies did not show as favourable an 
increase in earnings as did their Canadian counterparts. However, dividends 
payments have been substantially increased, and with the current higher level of 


gold prices, a more dramatic increase should be shown in the second quarter 
results of the South African mines. 

A solution to the international monetary crisis does not appear to be imminent. 
Indeed, the prospects for a solution seem less likely today than they have at any 
time in the past few years. Obviously, the two tier system and the creation of 
Special Drawing Rights, have done little to improve the situation. Arguments in 
favour of a meaningful increase in the monetary price of gold have greater 
credibility today than they have had for a long time. With U.S. gold holdings 
accounting for approximately 10% of outstanding U.S. dollars held in foreign 
exchange reserves, a tenfold increase in the monetary price of gold from its 
current established level of $42.22 would be required to make the U.S. dollar 
once again totally convertible into bullion. 

The spread between the monetary price of $42.22 and the free market price of 
about $120 suggests that the value being used for monetary purposes has little or 
no meaning. The monetary price is very obviously out of line. It is difficult to 
see any immediate or even medium term solution to the U.S. balance of payments 
problem, The American economy is requiring increased quantities of imported 
raw materials, particularly oil. It does not seem likely that confidence will 
return to the U.S. dollar until they have resolved their balance of payments 
problem and until some meaningful solution is found to the international 
monetary system. Faced with the prospect of continued monetary uncertainties, 
even higher prices for bullion can be anticipated in both the near and longer 
term. 

Management of the Gold Fund believes that gold mining shares represent 
better value than bullion and consequently the Gold Fund has been fully invested 
in gold mining shares. Current prices of gold shares appear to be reflecting a 
bullion price of about $100 or less per ounce and the Fund will likely continue 
its policy of holding shares rather than bullion. The Fund has also increased its 
percentage holdings in Canadian mines since it is felt that these companies will 
reflect the current high price for gold to a greater degree than the South African 
companies. 

The higher level of dividend payments received by the Gold Fund, together 
with encouraging prospects for the future, have caused the Directors to declare 
an interim dividend in the amount of 10¢ per share payable July 2, 1973, to 
shareholders of record June 22nd. 


A. D. McEwen 
President 
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Statement of Assets and Liabilities, March 31, 1973 


Statement of Investments March 31, 1973 


March 31 
Assets 1973 1972 
Investments at market value (average cost 
1973—$921,973, 1972— $1,005,423) $1,153,472 $ 988,163 
Cash and time deposits 61,642 108,000 
Receivable for securities sold — 31,707 
Dividends and accrued interest receivable 3,740 53) 
Refundable tax (Note 2) 10,285 4,950 
1,229,139 IMS3353 
Liabilities 
Payable for securities purchased 54,982 93,891 
Payable for Mutual Fund share redemptions 7159 3,456 
Other accounts payable 282 256 
Income taxes payable 8,875 4,734 
64,898 102,337 
Net assets at market value $1,164,241 $1,031,016 


Shareholders’ Equity 


Capital stock (Notes 3 and 4): 
Mutual Fund shares of a par value of 50¢ each— 
Authorized— 10,000,000 shares of which 
357,020 have been issued and 209,507 
have subsequently been redeemed 
Outstanding— 147,513 (1972— 182,312) Sin/o- 156 $ 91,156 
Common shares of a par value of 50¢ each— 
Authorized— 1,000 shares 


Issued and fully paid—20 shares 10 10 

73,766 91,166 

Paid-in surplus ils 979,216 

Retained earnings 5,643 1,908 

Realized gain (loss) on investments 76,160 (24,014) 
Unrealized appreciation (depreciation) of 

investments 231,499 (17,260) 


$1,164,241 $1,031,016 


Approved on behalf of the Board: 


A. D. McEWEN, Director 
J. F. CHAPMAN, Director 


Number 
of 
shares 


SOUTH AFRICAN COMPANIES 


3,000 Anglo American Gold Investment Co. Ltd. 


7,000 Buffelsfontein Gold Mining Company 
Limited 


10,000  Elsburg Gold Mining Company Limited 
20,000 Kinross Mines Limited 

10,000 Kloof Gold Mining Company Limited 
10,000 Union Corporation Limited 


3,000 West Driefontein Gold Mining 
Company Limited 


30,000 Western Areas Gold Mining Co. Ltd. 
10,000 Winkelhaak Mines Limited 


Total South African Companies 


CANADIAN COMPANIES 
5,000 Camflo Mines Limited 
15,000 Dickenson Mines Limited 
1,500 Dome Mines Limited 
25,200 Kiena Gold Mines Limited 
25,000 Pamour Porcupine Mines, Limited 
8,700 Robin Red Lake Mines Limited 
Total Canadian Companies 


Total investments 


Average 
cost 


$ 58,134 


D9s23: 
PASI: 
56,721 
99,496 
58,799 


63,716 
87,637 
69,287 


580,086 


29,460 
48,667 
123,150 
40,137 
81,253 
19,220 
341,887 


$921,973 


Market 
value 


$ 99,543 | 


84,461 | 


28,681 
106,812 


| 
| 


109,779 | 
71,208 | 


91,384 
97,169 
84,312 


773,349 | 


31,000 


35,950 | 
119,437 | 


46,116 


105,000 | 


22,620 


380,123 
61,153,472) | 


Canadian South African Gold Fund Limited 


Statement of Income and Expenses Statement of Changes in Net Assets 
Year ended March 31 Year ended March 31 March 8, 1967 Aggregate 
to since 
1973 1972 1973 1972 March 31, 1971 incorporation 
Sales of shares (Note 3): 
Income from Investments: Mutual Fund $ 165,369 $ 45,169 $1,758,404 $1,968,942 
eae Common —_ —_ 100 100 
Dividends $ 38,769 See) Tad —— eae anes 
Interest (net) 7,586 5,228 Beciee on ae: 
tg SPC Sane ays a ee Retained income: 
46,355 28,005 Net income 17,250 6,097 26,431 
Less: Dividends paid or payable (13,515) (9,677) (20,943) 
Expenses : ea TE ad SRR: SS 
3,735 (3,580) 5,488 5,643 
Management fees LOND 18,969 at x 
Withholding, capital and income taxes 9,352 2,939 ie fea Gs Sate 
Se SSS Realized (Note 5) 100,174 (43,838) 19,824 76,160 
29,105 21,908 Unrealized 248,759 66,925 (84,185) 231,499 
Net income for the year Ce .250 $ 6,097 348,933 23,087 (64,361) 
SSS =. ae Redemption of Mutual Fund 
shares (Note 4) (384,812) (115,709) (617,582) (1,118,103) 
Increase (decrease) in 
net assets 133,225 (51,033) 1,082,049 1,164,241 
Net assets at beginning 
of period 1,031,016 1,082,049 = = 
ee Net assets at end of period $1,164,241 $1,031,016 $1,082,049 $1,164,241 
Statement of Paid-in Surplus SSS ———— —_——- ————— 
: Net asset value per share 
Year ended March 31 at end of year $7.89 $5.65 
1973 1972 Dividends per share hy yi) $ .05 
Balance at beginning of year $ 979,216 $1,042,948 
Add: Portion of proceeds on issue of 
Mutual Fund shares during the year 154,084 40,590 
1,133,300 1,083,538 
Deduct: Portion of amount paid or credited to 


shareholders on Mutual Fund shares 
redeemed during the year Syoto|27/ 104,322 


Balance at end of year Smeal $ 979,216 


Canadian South African Gold Fund Limited 


Notes to Financial Statements, March 31, 1973 


1. The Fund was created under the Canada Corporations Act by letters patent 
dated March 8, 1967 and supplementary letters patent dated February 14, 1968. 


2. The Fund has complied with the requirements of the Income Tax Act and the 
Income Tax Act Application Rules, 1971 to qualify as a mutual fund cor- 
poration. 


A mutual fund corporation is subject to a special 3314% tax on dividends 
received from corporations resident in Canada and to tax at normal corporate 
rates on other income and on one-half of its realized capital gains less one- 
half its realized capital losses for the period. The special 3314% tax is re- 
fundable on payment of taxable dividends to shareholders at the rate of 
$1.00 for each $3.00 of such dividends paid. All the tax on net realized 
capital gains is refundable when the gains are distributed to shareholders as 
capital gains dividends or through the redemption of shares at the request of 
shareholders. Taxes subject to refund have been included as an asset of the 
Fund under the caption “Refundable tax’’. 


The Fund’s capital gains dividend account which amounted to approximately 
$44,000 at March 31, 1973 represents the maximum amount available for 
distribution to shareholders as capital gains dividends. 


3. The following Mutual Fund shares were issued during the years indicated: 


Year ended March 31 


1973 1972 
Number 22,570 9,158 
Allocation of consideration— 
Share capital De LleZ85 $ 4,579 
Paid-in surplus 154,084 40,590 


$ 165,369 $ 45,169 


4. The Mutual Fund shares are redeemable at the option of the holder in 
accordance with the provisions of the Fund’s charter. The following Mutual 
Fund shares were redeemed during the years indicated: 


Year ended March 31 


1973 1972 
Number $7,369 D2 4: 
Allocation of redemption costs— 
Share capital $ 28,685 $ 11,387 
Paid-in surplus 356,127 104,322 


$ 384,812 SUIS 3/09 


. The following are the details of the realized gain (loss) on investments sold 


during the years indicated: 
Year ended March 31 


1973 1972 

Proceeds on sale of investments $1,012,159 $1,250,760 
Cost of investments at beginning of year 1,005,423 1,156,291 
Cost of investments purchased during the year 828,535 1,143,730 

1,833,958 2,300,021 
Cost of investments at end of year 921,973 1,005,423 
Cost of investments sold during the year 911,985 1,294,598 
Realized gain (loss) on investments $ 100,174 $ (43,838) 


. The cost of investments purchased in foreign currencies has been translated 


to Canadian dollars at the rate of exchange prevailing at the time of payment. 
The market value of investments quoted in foreign currencies has been 
translated to Canadian dollars at the rate of exchange prevailing at the 
year end. 


. Net income per share for the year ended March 31, 1973 was 11.2 cents 


(1972—3.2 cents) based on the average number of shares outstanding during 
the year. 


. The Fund has seven directors who received no remuneration as directors. 


The five officers of the Fund, all of whom are directors, received no remunera- 
tion as officers. 


Auditor’s Report 


To the Shareholders of Canadian South African Gold Fund Limited: 


We have examined the statement of assets and liabilities and the statement of 
investments of Canadian South African Gold Fund Limited as at March 31, 1973 
and the statements of income and expenses, paid-in surplus and changes in net 
assets for the year then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting 
evidence as we considered necessary in the circumstances, including confirmation, 
by correspondence with the depositaries, of the cash and securities owned at 
March 31, 1973. 


In our opinion these financial statements present fairly the financial position 
of the Fund as at March 31, 1973 and the results of its operations and the changes 
in its net assets for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


ae Le ate Meee 


June 11, 1973 Chartered Accountants 


Statistical Summary 


Per Share 
Year Fund’s Net Asset Value 
Ending Net Shares SE ‘ 
March 31 Assets Outstanding March 31 High Low Dividends 
1973 1,164,241 147,533 7.89 7.50 4.31 10 
1972 1,031,016 182,332 5.65 Tele 4.31 05 
197] 1,082,049 195,948 DZ. 5.78 3,82 .05 
1970 1,085,140 219,982 4.93 5.42 4.33 OS 
1969 917,840 150,662 6.09 6.54 4.18 _ 
1968 213,065 40,020 5.32 6.07 5.00 _ 
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